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General Business Conditions 





HERE has been no slackening of in- 

dustry or trade as the Winter has 

passed, but rather increasing strength 

and confidence. Railroad traffic has 

been the heaviest ever experienced 
for the season. Unemployment practically 
has disappeared from the principal industries 
and in its place labor shortage is reported. In 
many lines the activity is greater than at any 
time since 1920, and in numerous cases close 
to capacity. This is true of the textiles, iron 
and steel and automobiles. The number of 
cotton spindles in use in January for the first 
time passed 35,000,000 and the consumption of 
cotton totaled 610,375 bales, which has been 
exceeded only in March, 1916, and May, 1917. 
The copper situation has been cleared up of 
overhanging stock, the foreign market is re- 
ported as more active, and the domestic price 
has touched 161%4 cents. Lead is up to 8.10 
cents per pound, New York; tin and zinc are 
both higher. Raw cotton is close to 30 cents 
per pound, and the sugar market has been dis- 
-turbed by government figures indicating a re- 
duction of the carry-over at the end of the 
present crop year. 


The Danger of Inflation 


The upward movement has stimulated the 
talk about inflation, and aroused apprehension 
that the business revival may be short-lived, 
and that merchants who are buying for next 
Fall’s trade may be caught with high-priced 
goods which the public will not take. 

It is true that conditions are yet unsettled. 
After such a great rise as occurred during the 
war and continued in 1919 and 1920, followed 
by such a great slump as that beginning in the 
Fall of 1920 and continuing in 1921, it is in- 
evitable that considerable fluctuations will be 
experienced before a normal equilibrium is es- 
tablished. Industrial conditions are still toss- 
ing, like the waves of the sea after a great 
storm. In such a slump as that of 1921 prices 
always:go too low, and when normal buying is 
resumed a recovery ensues. If the recovery 
movement catches the public with low stocks, 
there is danger that the rise may go beyond 
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the level at which it can be sustained, and thus 
prices may oscillate until the spasmodic move- 
ments gradually lose their force and greater 
stability is attained. 

There is no reason to be alarmed over a 
movement of recovery from the low prices of 
1921, for such a movement was bound to come. 
It came first in raw materials, and the prices of 
finished goods must conform. Naturadly, also, 
normal profits must be allowed for where the 
various factors have been rendering services 
without them. Such readjustments do not 
signify inflation. On the other hand, every 
upward movement is in danger of running 
away, and all parties concerned should en- 
deavor to avert this danger. The talk of re- 
storing wages in the textile industry to the 
high level of 1920 is a menace. The country 
cannot stand a general rise of industrial costs. 
It needs further reductions to assure stability. 


The Explanation of Recovery 


The industrial depression identified with 
the panic of 1873 began some months before 
the panic and lasted until 1878, about five 
years. The one identified with the panic of 
1893 lasted until 1898, although there was a 
brief revival in 1895. In both of these cases 
recovery was helped by a revival of foreign 
demand for our products, the first impetus 
seeming to come from this source. Consid- 
ering the violence of the price decline and the 
fact that Europe instead of giving help has 
been a drag upon us, the recovery of this coun- 
try from the depression which began in the 
last quarter of 1920 has been remarkably 
speedy. In reviewing the situation we are 
moved to reproduce the following from the 
November, 1920, number of this publication: 

There are good reasons for confidently believing 
that this country is not going into a long period of 
depression. Such experiences in the past always 
have followed long periods of internal development, 
including extensive construction work, such as rail- 
road-building, town-building, etc. Our periods of 
prosperity and credit expansion have been of this 
character, and it’ has usually happened that the 


movement has overrun the needs of the country at 
the time, and a period of growth was required after- 


‘ward to bring the country up to its new facilities. 


This was the case in 1873 and 1893, the two most 
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important crises of our recent history. In the period 
following 1893 recovery was delayed by the contro- 
versy over the money question. 

The boom period which has been responsible for 
the existing expansion of credit and high prices was 
not due to internal development or construction work; 
on the contrary it interfered with normal develop- 
ment and improvements, and the facilities of the 
country are behind its needs. Never before was 
there so much work in sight needing to be done, or 
so many opportunities in the world outside. The im- 
mediate problem is that of price readjustment. It 
is not a case of exhaustion or of waiting to grow up 
to investments that have been made. 

These comments have been justified. The 
period of depression was not a long one, 
judged by such periods in the past. Recovery 
began within about one year from the begin- 
ning of the slump. The price recovery in agri- 
cultural products was well under way one 
year ago. As agricultural products advanced 
and other things declined the approach to nor- 
mal balance aided all business. Another fa- 
vorable factor has been the fact referred to 
above, that a great amount of construction 
work belonging properly to the years 1915- 
1920 was left undone and had to be made up. 
The revival of construction work, in private 
dwellings, public buildings, office buildings, 
highways, and railroad equipment has been a 
leading influence in the revival of business 
during the past year, and the fact that this 
work is reasonably certain to go on through- 
out 1923 is the most substantial assurance that 
general business will continue active through- 
out the year. Building permits issued in Jan- 
uary exceeded in amount of contemplated ex- 
penditures in any January on record, and the 
amount of railway equipment under order on 
February Ist was greater than at any pre- 
vious time on record. 

That farm products are not yet in balance 
with other things is a factor to be taken into 
account, but the farmer’s gains have been very 
important, and over against a loss of buying 
power in that quarter may be set the unusual 
stimulus given by the activities named above. 
These are involving expenditures above nor- 
mal, greater, indeed, than will be maintained 
over an average period of years. 

The final figures of the Department of Agri- 
culture show that the value of farm products 
in 1922 aggregated $2,000,000,000 more than in 
1921, and the crops were made at no greater 
cost. 

There is yet another factor in the farmer’s 
situation which may be considered, and that 
is whether the industrial situation was not out 
of balance in the farmer’s favor in the years 
immediately preceding the war. From 1897 
onward the position of the farmer underwent 
great improvement in the exchanges. The 
prices of his products advanced in those years 
very much more than the average of all the 
other commodities included in the price tables 
of the Bureau of Labor, the figures of the Bu- 
reau showing that farm products in 1914 were 


177 per cent of average prices in the period 
1890-9, while “all commodities,” including 
farm products, were 134 per cent of that base. 
In other words, during the steady rise of 
farm products from 1898 to 1914, wages in the 
cities did not fully keep pace; in the great rise 
from 1915 to 1920 both went up, and ‘in the 
slump from 1920 the farmer has failed to hold 
all that he gained in the 1898-1914 period. He 
may recover it yet, for the pressure of a grow- 
ing population is on his side, but there is also 
to be considered whether he has not made 
gains in productive capacity in the meantime 
enabling him to produce at lower cost. 


The Live Stock Situation 


Mr. John Clay, the veteran live stock opera- 
tor of Chicago, under date of February 15, 
1923, writes as follows: 


Changing Conditions 


Two years ago today I wrote upon this subject. 
Then we were in the throes of deflation. The worst 
had passed but the effects were still being keenly 
felt. The road ahead was not an easy one. All, 
however, was not dark, because there were indica- 
tions of better conditions, not pronounced but still 
some glimmers of light on the horizon. Wild specu- 
lation had had its day; the price had been paid (and 
paid dearly) and sanity was replacing senselessness 

A year later I again touched on the same subject 
in these columns. We had seen considerable light in 
the fall of ’21, particularly upon sheep, with a re- 
vival in wool and a rapidly rising lamb market. Hogs 
were making a splendid profit for producers, cattle 
dragging but nevertheless slowly improving. Econ- 
omy was the watchword, and it was being hitched 
and driven to its teammate, Efficiency. 

The year 1922 was a march of progress, and live 
stock producers, except, alas, western grass cattle- 
men, wound up the year in a satisfactory manner. 

Today the live stock business is upon a sound, 
stable basis. So are other lines of industry. The 
storms have been weathered, and the ship rides in 
comparatively calm waters. 

Cattle are a little sluggish, hogs not quite as high 
as a year ago, but. upon a profitable basis, sheep and 
lambs on a high plane, wool and by-products gener- 
ally very active. It costs more to feed, it is true, but 
grain at its present value simply augments the 
grower’s assets and puts him in sounder financial 
condition. 

The light shines and the agricultural mariner can 
see his course clear ahead. 


Agricultural Implements 


All accounts agree that the outlook for the 
agricultural implement manufacturers is de- 
cidedly better than in either of the last two 
years. The extent to which implement sales 
fell off is indicated by the following figures 
compiled by the Federal Reserve Bank of 
Minneapolis, as the aggregate sales of seven 
implement concerns in that district: 


Year 

1919 $7,512,967 
1920 .... 8,153,544 
1921 3,657,708 
1922 4,210,278 


Government Price Statistics 


The Bureau of Labor Statistics reports the 
January index number of prices as 156, which 
was the same as in December and November. 
Following are figures giving the Labor De- 
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partment’s price comparisons at the high 
point (May) of 1920, the low peint (January) 
ot 1922, and those for November and Decem- 
ber, 1922, and January, 1923: 
May, fJan., jov., Deec., Jan., 
Group 2 1922 1923 
Farm products .... a 145 143 
FOO, tC. .creccosseseecee i 144 141 
Cloths and clothin; * 194 196 
Fuel and lighting..... a 216 218 
Metals and metal prod... 131 133 
Building materials 185 188 
Chemicals and drugs. 130 36131 
House furnishing goods.. 247 182 184 
Miscellaneous 208 122 124 
All commodities 156 §=156 
Comparing with a year ago, prices as a 
whole are reported 13 per cent higher. The 
retail food index issued by the United States 
Department of Labor through the Bureau of 
Labor Statistics shows that for the year period 
January 15, 1922, to January 15, 1923, the in- 
crease in all articles of food combined was 2 
per cent. For the ten-year period January 15, 
1913, to January 13, 1923, the increase in all 
articles of food combined was 47 per cent. 


Money and Banking 





The most noteworthy event of the past 
month in the banking situation was the action 
of the Federal Reserve banks of Boston and 
New York advancing the rate of discount 
from 4 to 44 per cent, the rate already pre- 
vailing at all the other reserve banks except- 


ing that at San Francisco. The advance has the 
effect of bringing the two banks into line with 
the reserve banks of the interior, and of dis- 
couraging any tendency to shift expanding 
demands from the other districts to the two 
centers. 

Notwithstanding the pronounced revival of 
-business, which has been under way for now 
more than a year, there has been no very 
marked increase in the demands upon the re- 
serve banks. The liquidation of frozen cred- 
its on hand with the member banks since the 
boom has supplied them until very recently 
with the means for meeting new demands 
without resorting to the reserve banks. Thus, 
leaving out the New York bank, the low point 
in earning assets for all the other reserve 
banks was touched so recently as January 31, 
1923. On the other hand, the low point for 
the New York bank was touched on January 
25, 1922, at $120,686,000, and on February 21, 
1923, had risen to $311,349,000. These figures 
compare with earning assets for New York in 
1920 above $1,000,000,000. The ratio of total 
reserves to total deposit and note liabilities 
on February 21 was 75.8 per cent. 


Credit Resources in Reserve 
_Evidently there is nothing in the present 
situation which calls urgently for action to 
check inflation, but the volume of business is 
imcreasing and prices are generally advancing, 


both forecasting an increased demand for 
credit. While there still is a considerable 
amount of frozen credit to be released in 
some sections of the country, it is not to be 
supposed that there is now any large amount 
of idle bank credit available without recourse 
to the reserve banks, and this being so it is 
possible that the demands on the latter might 
increase suddenly and rapidly. It is therefore 
well for these institutions to set their houses 
in order. The country does not want a rapid 
increase of demand on the reserve banks. The 
resources of the member and non-member 
local banks are ample to finance the business 
of the country on a sound basis, and if the 
business is kept within this limit it will be 
likely to run a steadier and more satisfactory 
course than if more credit is used. Knowledge 
that the reserve banks are behind the situ- 
ation with great resources at their command 
will impart greater stability to it than would 
the use of those resources. It is to be borne 
in mind that when the labor supply of the 
country is fully employed the limits of indus- 
trial expansion have been practically reached, 
and production cannot be increased by the 
mere use of credit. That is where inflation 
begins, and the banks should be on their 
guard against it. 

The country does not want any more expe- 
rience on the line of locking the stable door 
after the horse has been stolen. The way to 
keep reserve bank resources in reserve is to 
discourage their use when expansion is under 
way. The country should expect to confine 
itself normally to the amount of credit which 
the local banks are able to supply, using the 
reserve banks to give the degree of elasticity 
which the seasonal fluctuations require. No 
member bank should be a permanent borrower 
of its reserve bank. There is no reason to 
doubt that on this basis the industries can 
have all the banking accommodations neces- 
sary to enable them to operate at capacity. 


Disadvantages of Price Advances 


It is natural to want a boom, with rising 
prices and paper profits, but any one who will 
read the excerpts from British bank speeches 
given elsewhere and note the satisfaction ex- 
pressed over the growth of British exports 
and the approach of the pound sterling to the 
dollar basis, must be impressed that prices in 
this country are already high enough for a 
healthy state of export business. Every eco- 
nomic authority in England, and for that mat- 
ter in Europe, attributes the rise of the pound 
sterling in terms of the dollar to the depreci- 
ation of the latter—in other words, to high 
prices in the United States as compared with 
British prices, and the consequent gain of 
British trade. 





March, 1923 


If, for instance, Mr. McKenna is right as to 
the influence of our increasing gold reserves, 
and we think he is, the effect of sending us 
the South African gold production to apply on 
the British debt will be to raise our price level 
above England’s and turn back to her the for- 
eign trade which we have gained in recent 
years. It certainly will do so if we use our 
increasing stock of gold as the basis of credit 
expansion. 

Money Rates 

Time money in New York is at 5 to 5% 
per cent. Offerings of commercial paper are 
increasing, and the prospect is for a good de- 
mand for money as Spring business develops. 
The lowest rate for call money in February 
was 4 per cent and since the middle of the 
month the renewal rate has been 5 or higher. 

Acceptances have been unsettled a little by 
the rise of the reserve bank rate, but still are 
selling on a 4 per cent basis. 


The Foreign Situation 


There has been little apparent change in 
the Ruhr stiuation in the past month. The 
French have strengthened their military posi- 
tion, but it is not yet clear what military con- 
trol will bring. The Germans believe that the 
French aim at permanent annexation of the 
territory. The French deny this but say they 
will not retire until they have obtained satis- 
faction for their claims against Germany. It 
is conceivable that this might come to mean 
the same thing, although not said with that 
intent. The longer the French stay in the 
Ruhr, the less disposed they will naturally be 
to retire without achieving what they went 
in for. If they are convinced that Germany 
could pay if disposed to, and refuses only 
from a stubborn determination to pay noth- 
ing, they are likely to match their own deter- 
mination against it. It is only as the minds of 
men meet that any compromise or settlement 
of a disagreement is possible, and as yet there 
are no signs of such a meeting. 

Nevertheless, it must be assumed that the 
Germans would be willing to agree to very 
considerable payments for the sake of hav- 
ing a settlement of the whole controversy. 
and that the French desire a settlement that 
will command the approval of world opinion 
and give them regular payments important 
enough to be of substantial assistance in their 
reconstruction work. How long it will take 
to bring public opinion in the two countries 
near enough together to make a settlement 
practicable remains to be seen. 


British Debt Settlement 








The Congress has passed the act approving 
of the British debt settlement as recommended 
by the Refunding Commission, by very large 


majorities in both Houses, and as the British 
Ministry has accepted it and no further legis- 
lation is required, the settlement is virtually 
completed. 

We expressed the opinion last month that 
the settlement is as favorable as the United 
States could well desire to have it. If we 
were to raise any question about it at all it 
would be as to the desirability of having pay- 
ments begin while the exchanges are still in 
an unsettled condition, because the influence 
of the payments must be to keep’them unset- 
tled. The exchanges between the United 
States and most of the other countries are in 
the position known as “favorable” to this 
country; that is to say, the dollar rates above 
the other currencies in valuation. This is fa- 
vorable for buying, or importing purposes, but 
not for selling, or exporting, purposes. Bills 
are pending before the Congress, with impor- 
tant support in the West, for large appropria- 
tions out of the national treasury for the pur- 
pose of making loans to foreign governments 
to enable them to buy American farm prod- 
ucts. The argument is that high exchange 
rates are making it difficult for foreign coun- 
tries to buy here. Evidently there would be 
something incongruous in our lending to for- 
eign countries with one hand and collecting 
from them with the other. An obligation upon 
Great Britain or any other country to make 
debt payments at this time means that such 
country or countries must enter the exchange 
markets, at a time when as yet there is not 
exchange enough to go around and compete 
with people who are wanting exchange for 
other purposes. 

This undoubtedly is the reason for the pro- 
vision in the settlement which gives Great 
Britain the option of postponing all payments 
upon the principal for three years, and one-half 
of the payments of interest for five years. It 
gives a degree of flexibility to the arrange- 
ment, and presumably is as far as the Refund- 
ing Commission felt warranted in asking for 
modifications of the Refunding act. 

Any of the outstanding obligations of the 
United States Government will be accepted at 
their face value in the British payments. The 
effect of this will be to cause the payments to 
take that form so long as such obligations 
can be purchased in the markets below par, 
and it will also constitute an influence for 
bringing them to par. Since all the outstand- 
ing obligations of the Government are bearing 
higher interest rates than the British bonds 
bear in the first period, there is gain to this 
Government in the arrangement. Moreover, 
the original legislation by which the foreign 
loans were authorized and the money raised 
clearly contemplated that payments upon the 
foreign debt should be applied upon our do- 
mestic debt. 





March, 1923 





Foreign Trade and Exchange 


The manner in which British exchange has 
been creeping upward over the last two years, 
and especially the gains made in the past 
year, notwithstanding the payment of $100,- 
000,000 to the United States on account of the 
principal debt and a further payment, last 
Spring on the silver account, has afforded a 
problem not readily explained. Unquestion- 
ably the explanation is to be found in the 
changing positions of the United States and 
Great Britain in world trade. It is commonly 
stated as the result of different price-levels in 
the two countries, but that does not of itself 
tell just how the difference in price-levels 
affects the exchanges. It does so by affect- 
ing trade. During the war and the boom 
years the price-level in the United States was 
below the price-level in England, but during 
the past year the situation has been reversed. 
The result is that in the eleven months of 
1922 for which we have foreign trade statistics 
the balance of trade in favor of this country 
was only $669,213,000, which is getting back 
to about the basis of pre-war years. In 1921 
it was $1,976,097,000, and in 1920 it was $2,- 
949,534,000. On the other hand, the British 
situation has been as steadily improving. This 
subject is touched upon by the British bank- 
ers in the addresses from which quotations are 
made elsewhere. 





The quotations for francs in the opening 
days of January were from 7.25 to 7.40 cents, 
and went off slightly when the council of 
premiers failed to reach an agreement. Fol- 
lowing the advance into the Ruhr they lost 
until on January 31 they touched 5.77 cents. 
_ Since then they have recovered somewhat, and 
have been comparatively steady at about 6.10 
to 6.15. The news as to French finances is 
generally encouraging. The revenues in Jan- 
uary showed a gain of about 12 per cent over 
those of January, 1922. 


German marks have been fluctuating wildly, 
falling to about 50,000 to the dollar, and since 
recovering to about 23,000 to the dollar. The 
printing of more of them goes on at an in- 
creasing pace. 


Canadian exchange, which for several years 
was at a discount as compared with the United 
States dollar ranging up to 18 per cent, and 
last Fall went to premium which caused the 
movement of about $15,000,000 of gold from 
this country, is again below the parity, to the 
extent of 134 to 2 per cent. The rally last 
Fall was due to the crop movement and loan 
flotations in this country. In the present state 
of trade and the present customs tariff ex- 
change conditions are against Canada, and it 
is important to note that they are also against 
exports from this country to Canada. 


The Bond Market 


The bond market during the past month has 
been strong, and this strength has been due in 
part to the widespread distribution of recent 
issues. The offering last month of $100,000,- 
000 Anaconda Copper Mining Company 6 per 
cent Bonds enlisted the interest of over nine 
hundred and fifteen dealers representing every 
State, and a few days later the same list of 
dealers participated in $50,000,000 7 per cent 
Convertibles. During the month $20,000,000 
Sinclair Crude Oil Purchasing Company 6 per 
cent Notes were offered and over five hundred 
dealers participated in this business. The 
syndicate managers in making their allot- 
ments on this issue found that over ninety 
per cent of the subscriptions which dealers 
had entered were for $25,000 or under. These 
dealers, of course, in turn split up their allot- 
ments in very much smaller pieces and it is 
safe to say that the average sale of the notes 
was something under $2,000 per customer, 
which would result in something over 10,000 
sales. It is this widespread distribution and 
the breaking up of large issues into very small 
pieces which is giving the secondary market 
its strength. Anaconda 6s were originally of- 
fered at 96 and they are now selling at 
98-9814, while the 7s which were offered at par 
are selling at 104-104%4. 

The breadth of the market is also illustrated 
by the varied character of the offerings which 
have appeared from day to day. One of the 
morning dailies recently carried advertise- 
ments on one morning of the following new 
issues : 





$2,000,000 Island Warehouse Corporation First Mort- 
gage 6 per cent Twenty-year Bonds, to 
yield 6.20 per cent. 
2,500,000 Exchange Place Building First Mortgage 
6 per cent Bonds, to yield 6 per cent. 
750,000 —— Sons, Inc., 7 per cent Preferred 
tock. 
5,600,000 Western Pacific R. R. 5% per cent Equip- 
ments, to yield 5% per cent. 
25,000 shares Checker Cab Manufacturing Com- 
pany Participating Stock. 
150,000 shares Independent Oil and Gas Common 


Stock. 
18,447,000 Illinois Central Refunding 5 per cent Bonds, 
to yield about 5.05 per cent. 
6,000,000 State of Illinois 4 per cent Highway Bonds, 
to yield about 4.05 per cent. 


This is assuredly a wide range of securities. 
The first company leases flour mills to the 
Pillsbury Company of Minneapolis. The Ex- 
change Place Building is one of the popular 
office buildings in the financial district of New 
York City occupied almost entirely by bank- 
ing firms. Cushman’s Sons, Inc., was organ- 
ized in 1914 to acquire several long established 
baking companies and operates twenty-four 
retail bakeries in New York City. The Checker 
Cab Company manufactures taxi cabs for sale 
throughout the country and the Independent 
Oil and Gas Company operates in the mid-con- 
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tinent field. Two equipments and a municipal 
issue completed the wide variety of securities 
which were offered for the investor’s consider- 
ation on this particular day. 

In addition to the large number of dealers 
who have developed sales organizations during 
the last few years, the banks throughout the 
country are developing bond departments and 
recommending investment securities to their 
depositors. 


Foreign Bonds 


The market on foreign government bonds 
has shown some interesting advances during 
the past few weeks, the French issues in par- 
ticular recovering the losses which were suf- 
fered at the beginning of the Ruhr invasion. 
The first large issue of foreign governments 
offered in this market in recent weeks was 
$25,000,000 Dutch East Indies Thirty-year 54%s 
at 88 and interest, to yield 6.40 per cent. The 
issue was subscribed in one day and this would 
indicate that the American investor is still 
very much interested in foreign government 
bonds. During 1922 there were forty foreign is- 
sues of one million dollars or over distributed 
by public offerings in this country, the total 
par value reaching approximately $520,000,- 
000. This makes an interesting comparison 
with a recent report in the London: Econo- 
mist showing a total of £130,000,000 of securi- 
ties of British Possessions and foreign coun- 
tries placed in England during 1922. 


Liberty Bonds 


At the opening of the month, the market on 
Liberty Bonds was unsettled but strengthened 
when it was announced that Great Britain had 
accepted the recommendations of the Ameri- 
can Debt Funding Commission in connection 
with the funding of their debt to the United 
States which amounts approximately to $,- 
704,000,000. It will be recalled that Great Bri- 
tain may be in the market annually for some- 
where between $150,000,000 and $175,000,000 
Liberty Bonds as payment on account of the 
debt may be made in United States Govern- 
ment Bonds issued since April 6, 1917. To- 
ward the close of the month the Liberty mar- 
ket eased off somewhat on the announcement 
that the Federal Reserve rate had been in- 
creased from 4 per cent to 4% per cent. 


Municipal Bonds 


The municipal market continued strong 
throughout the month, some new high levels 
being recorded. The City of Philadelphia sold 
$8,000,000 4 per cent Bonds, due 1953, which 
were taken on a 3.88 per cent basis. Some of 
the larger municipal issues of the month in- 
cluded: 


$5,000,000 State of Oregon 4 per cent and 4% per 
cent Bonds, to yield from 4.15 to 4.30 per 
cent, 


5,000,000 State of West Virginia 4 per cent and 
pe 


per cent bonds, at an average price 
f 99% and interest. 
4,721,000 Cleveland, Ohio, 4% per cent and 4% per 
cent Bonds, to yield from 4.10 per cent to 
4.25 per cent. 


Several issues of 5 per cent Canadian Bonds 
were offered in the American market at a dis- 
count from par. The larger issues included: 


$13,000,000 Montreal 5 per cent Bonds. 

1,872,000 Quebec 5 per cent Bonds. 
725,000 Vancouver 5 per cent Bonds. 

673,000 London 5 per cent Bonds. 


The outstanding railroad, industrial and 
public utility issues without repeating the 
ones named above, were: 


$20,000,000 Fisher Body 6 per cent Notes, at prices 
to yield from 5.50 per cent to 6.25 per cent. 
10,000,000 Pacific Gas and Electric 5 per cent Bonds, 
to yield 5.62 per cent. 
10,000,000 Price Bros. & Company Ltd. ist Mort- 
gage 6s, to yield about 6.12 per cent. 
9,000,000 St. Maurice Power Company Ltd. 1st Mort- 
gage 644s, to yield 6.55 per cent. 
4,500,000 Louisville and Nashville Equipments, to 
yield 5 per cent. 
4,500,000 leameen Pacific 4% per cent Equipments, 
to yield 5 per cent. 


The average price of forty standard bonds 
as listed by the Wall Street Journal was 87.95 
on February 24 compared with 88.10 on Jan- 
uary 24 and 86.28 on February 24, 1922. 


Fluctuations in the Cost of Money 





Last month an interesting piece of financing 
was accomplished by the Illinois Central Rail- 
road Company, which sold $13,447,000 of its 
Refunding Mortgage bonds. The mortgage 
under which these bonds were issued is dated 
Nov. 1, 1908, and by its terms interest is lim- 
ited to a rate not exceeding 4 per cent per 
annum. That was the going rate when the 
first bonds under the mortgage were issued, 
but the sale of the bonds bearing a 4 per cent 
coupon at this time would have necessitated a 
discount of possibly 20 per cent. An expedi- 
ent was therefore adopted which had been 
employed once before in railroad financing 
and several times in public utility financing. 


The Illinois Central agrees to attach a 5 per 
cent coupon to this issue of refunding mort- 
gage bonds, interest at the rate of 4 per cent 
being secured by the refunding mortgage, 
while the additional 1 per cent interest is se- 
cured, under a supplemental indenture, by a 
second lien on the property, subject to the 
refunding mortgage. The bonds thus set up 
were promptly sold at 99. 

The other instance in railway financing of 
the same expedient occurred in January, 1922, 
when the Southern Railway sold $70,000,000 
of its Development & General Mortgage 
bonds. That mortgage was created in 1906 
and similarly limited the rate of, interest to 4 
per cent. To sell its 4 per cent bonds in the 
1922 market would have necessitated a dis- 
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count of about 40 per cent, which was pro- 
hibitive. The Southern Railway therefore af- 
fixed to the bonds a 6% per cent coupon, 4 
per cent of which was secured under the De- 
velopment & General Mortgage, and 21% per 
cent under a supplemental indenture, which 
differs from the Illinois Central’s plan in that 
the additional interest is not secured by mort- 
gage on the property. The company cove- 
nants, however, that in case a new mortgage 
is placed on the property this interest obliga- 
tion will be equally and ratably secured by 
such new mortgage. 

Financial history contains numerous in- 
stances of the difficulty of predicting the 
movement of the interest rate. So far-sighted 
a man as the late James J. Hill erred in limit- 
ing the rate on the Refunding Mortgage of 
the Great Northern to 5 per cent. This mort- 
gage was executed in 1911 and was intended to 
bring about the final standardization of the 
company’s securities. In 1912, when Mr. Hill 
retired from the management of the property, 
he analyzed the purposes of this mortgage as 
follows: 

“This issue, of $600,000,000 in all, stands to 
the big systems of today as the $50,000,000 
issue of consolidated bonds did to the small 
system of twenty-eight years before. It cre- 
ates a financial clearing house through which 
its several outstanding securities may be con- 
verted into one of standard form and value; 
and it forms in addition a reservoir of author- 
ized credit so carefully guarded by the condi- 
tions of the mortgage that it cannot be 
abused or dissipated, yet so ample that it will 
supply all needs for probably fifty years to 
come.” And yet only nine years later this 
mortgage, because of the interest rate limita- 
tion, was found to be wholly inadequate to 
provide for the maturity of the Chicago, Bur- 
lington & Quincy Collateral bonds for which 
the Great Northern was jointly liable. A new 
blanket mortgage had to be created and the 
company must pay 7 per cent interest on 
$115,000,000 for fifteen years. The Northern 
Pacific, the other joint obligor, was not ham- 
pered by a like restriction in its Refunding 
Mortgage and its burden arising from the re- 
funding of the Burlington Joint bonds is ma- 
terially easier. 

During the past few years those railroads 
which have had occasion to creat new refund- 
ing mortgages have been careful to avoid too 
narrow restrictions. Not only is the interest 
rate on future issues of bonds left to the deter- 
mination of the boards of directors at the time 
the issue is made, but the aggregate amount 
of bonds is limited only by a fixed relation- 
ship the amount of stock outstanding. The 
usual practice restricting the amount is that 
the bonds shall not be more than three times 
the capital stock. 


London Bank Reports 


The month of January in England as in the 
United States is the season for the yearly 
bank meetings, and the addresses made by the 
bank officials to the stockholders usually take 
a wide range over the general state of in- 
dustry, trade and finance. 

One of the most important figures among 
London. bankers is the Hon. Reginald Mc- 
Kenna, one-time Chancellor of the Exchequer, 
an economist of recognized authority, now 
Chairman of the Board of the London Joint 
City and Midland Bank, the largest bank in 
the British Isles. He has given in this year’s 
address an interesting account of the state of 
British trade and also a discussion of inflation 
and deflation, the latter being of special inter- 
est on this side of the Atlantic for its refer- 
ences to banking policy in this country. 

After emphasizing the importance of foreign 
trade to Great Britain by saying that before 
the war, at a safe estimate, one-third of the 
lab \r of the British people, whether in produc- 
tiun, transport or clerical work was employed 
in it, he goes on to show the demoralization 
which affected this trade in 1922 as follows: 





If we begin by comparing our present foreign trade 
with that of the last pre-war year we find that the 
values of imports and exports for the twelve months 
ending September, 1922, the latest date for which 
we have the figures in detail, show a considerable 
increase over those of 1913. But if we are to have 
a true standard of comparison we must make prop- 
er allowance for the reduced value of money, and 
in the few figures I shall quote I have taken the 
values of 1922 on the basis of commodity prices cur- 
rent in 1913. On this basis retained imports show 
a decline of 19 per cent and exports of British pro- 
duction of 34 per cent. Let us now look a little 
more closely at the drop in our exports and examine 
where our foreign market has been curtailed. Di- 
viding the countries which take our goods into three 
main categories, in the first we have the countries 
of Central and Eastern Europe, our exports to which 
have declined 62 per cent. The second group in- 
cludes all other foreign countries, which took 30 per 
cent less of our products in 1922 than in 1913; and 
the ‘third group consists of the British Empire over- 
seas, to which our exports fell 29 per cent, 


While attributing this decline of exports in 
large part to conditions existing in foreign 
countries which British policies could not 
control, he proceeds to hold the government’s 
financial policy in converting the floating debt, 
which was largely in the hands of the banks, 
into long-term bonds in the hands of inves- 


tors, as in part responsible. He pronounces 
this a policy of deflation by reason of the fact 
that it reduced bank deposits, and thinks it 
tended to curtail industry by reducing the 
amount of bank funds available for business. 


Deflation in the United States 


Upon that part of his argument we shall not 
comment, but we are disposed to take excep- 
tion to the illustrations which he draws from 
the United States. He speaks of the banking 
authorities in this country having followed a 





deflationary policy in 1919 and 1920, reversing 
it in the late summer of 1921, and says: 

Since the late summer of 1921, when British and 
American policy diverged, bank deposits in the United 
States have materially increased, prices have gradu- 
ally risen, and the unemployed, who were then num- 
bered by the millions, have been steadily absorbed. 
During the same period the dollar has depreciated in 
rejation to sterling more or less continuously, until 
to-day the two currencies stand to each other in a 
relation not far removed from parity. 


Mr. McKenna apparently has been misled 
by the criticisms directed against the Federal 
Reserve authorities because they offered re- 
sistance to the further increase of bank loans 
in the Fall of 1919 and the Spring of 1920. 
There was no intention on the part of the re- 
serve authorities to force deflation either in 
bank loans or prices, but they recognized the 
necessity of checking the wild inflation of both 
that was then in progress. The Federal Re- 
serve act fixes a minimum percentage of re- 
serves to liabilities, and this minimum had 
been approached when the authorities, cau- 
tiously and with every desire to avoid disturb- 
ing business, attempted to check the further 
expansion of loans and deposits. It is gener- 
ally recognized now that they delayed too 
long and were over-cautious in advancing the 
discount rate. The initial advance was made 
November 1, 1919, but it was not until June, 
1, 1920, that the rate was raised to 7 per cent, 
and it was never raised higher than that. 
The loans of both member banks and reserve 
banks continued to increase until about the 
Ist of November following, showing that no 
forced deflation resulted from the discount 
policy. The first symptoms of price reaction, 
resulting from a falling-off of trade, occurred 
in the Spring of 1920, before the discount rate 
reached 7 per cent. The heavy cancellations 
in trade occurred in May, 1920. 


An Unavoidable Policy 


The policy of the reserve authorities in ad- 
vancing the discount rate was unavoidable if 
any attempt wzs to be made to hold inflation 
under control. It is by no means clear that 
it had anything to do with the break of prices, 
but if so the break was occasioned not by a 
reduction of bank loans but simply by refusal 
to expand them rapidly enough to maintain 
the pace of inflation. It is true, of course, that 
a rising price movement which is due to in- 
flation is likely to come to end unless sus- 
tained by inflation, and that at such a time if 
prices are not steadily pushed higher they are 
bound to decline. Mr. McKenna, however, is 
not an inflationist, and would not maintain 
that the banking authorities were under ob- 
ligations to keep prices rising. 

No change of banking policy has been re- 
sponsible for the increase of deposits since 
1921. Deposits fell off with the fall of 


prices and slackening of industry, for obvious 
reasons. When the fall of prices had run its 
length, and as usual had gone to the other ex- 
treme, a gradual recovery set in, and the in- 
dustries began to revive. Loans began to in- 
crease, not because banking policy was 
changed, but because the demand for credit 
increased as business revived, and this has con- 
tinued to the present time. The recent ad- 
vance in the discount rate is intended to sug- 
gest that business is now about as active as 
it can be without danger of inflation. It is 
not an attempt at deflation, nor did the ad- 
vance in 1919 have that significance. 


The Rise of Sterling Exchange 


One of the most interesting features of 
Mr. McKenna’s address is that dealing with 
the rise of sterling exchange in terms of the 
dollar. He says in the course of his argu- 
ment against the deflation which results from 
the conversion of the floating debt into long 
term indebtedness: 


It is admitted that deflation in this country tends 
to improve the value of sterling. But does it in the 
actual circumstances of today do more than accel- 
erate our approach to parity? Would our exchange 
not rise to par even if there were no deflationary 
efforts on our part and we were spared all the evils 
of trade depression and unemployment which attend 
such efforts? I think it would, unless financial policy 
were again reversed in America. I think that in ex- 
isting conditions the depreciation of the dollar is 
bound to continue. At present the United States is 
the only great market for gold. The bulk of the 
world’s annual output is sold to that country and, as 
the amount is greatly in excess of the normal currency 
and credit requirements, the effect of the over-supply 
is to force down the value of gold. Depreciation of 
gold means a rise in prices in the United States and 
a fall in the value of the dollar measured in sterling. 
Even if prices rise here, as they will under improving 
trade, they will not rise as fast as they must in 
America under the influence of an excessive gold sup- 
ply, and, if there be no deflation in either country, 
sterling will slowly appreciate until it finally reaches 
par. 


If Mr. McKenna is right upon this point, 
and we think he is, the effect of sending the 
product of the South African gold mines to 
us by way of payments upon the British debt 
will be to raise our price level above England’s 
and turn back to her the foreign trade which 


we have gained in recent years. It certainly 
will do so if we use increasing gold reserves 
as the basis of credit expansion. 


London County, Westminster Paris Bank 


Dr. Walter Leaf, Chairman of the Board of 
the above-named institution, a scholar and 
economist of the first rank, delivered a very 
informing address, from which we would be 
glad to make larger extracts than space will 
permit. He said in part: 


If we seek for a single word which may describe 
the past year, we may perhaps say that 1922 has 
been for this country a year of stabilization. Fiscal- 
ly, we have been engaged in stabilizing the pound. 
This has been effected by just balancing the Budget, 
and leaving nothing over for the payment of debt. 
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How this has worked out in practice is strikingly 
shown in figures which have been put before me on the 
highest authority. It appears from these that the 
capital repayments during the past year, mainly, of 
course, in War Bonds falling due, have amounted to 
£99,700,000, while the issue of Treasury Bonds dur- 
ing the same period has been £99,500,000. It would 
hardly be possible to contrive a closer approxima- 
tion, a better example of exact stabilization. We 
have thus avoided adding to the suffering involved in 
deflation, and on the other hand we have escaped 
the far greater evils which accompany inflation, ills 
of which Germany is at present giving us a terrible 
example. The result of this policy is that prices have 
during 1922 been remarkably steady—in other words, 
the purchasing power of the pound has been sta- 
bilized. And at the same time we have seen the 
dollar decreasing in purchasing power in the United 
States; and the outcome is that the pound and dol- 
lar have come close together, and to all appearances 
it will not be long before they meet at the gold parity. 

The fall, I take it, represents the decrease in the 
value of gold owing to its exclusion from use as a 
circulating medium, and is likely to be of a perma- 
nent nature. On this point, however, I need not 
dwell here. I will only take the opportunity to re- 
peat what I have had occasion to point out else- 
where—that the recovery of the pound in terms of 
the dollar, reckoned from the lowest point, means a 
diminution of our debt to the United States of over 
432% million pounds. This in itself is a justifica- 
tion of the policy pursued by our Government and 
an emphatic warning against any siren voices which 
may lure us to depart from the strict road of fiscal 
honesty in order to gain a momentary stimulus to 
trade at the expense of a subsequent deadly reaction. 


Balance of Trade 


This approach of the pound to the par of exchange 
means in the last resort that our excess of imports 
over exports must have been more than balanced by 
invisible exports, and that we must have had during 
the year a favourable balance of at least the amount, 
25 millions, which we have provided towards the re- 
payment of our debt to the United States—a repay- 
ment which does not, I take it, represent an actual 
diminution in our total indebtedness, but has been 
rather a conversion of external into internal debt. 
The facility with which this large amount in dollars 
was bought, without in any way turning the exchange 
against us, was a matter of common remark. It was 
doubtless an effect of the coal strike in the United 
States, which stimulated our exports. But there must 
be deeper causes than this at work; and I observe 
that Mr. Hoover, looking at the question from the 
other side, has forecast for the United States the 
near approach of the point at which their imports 
will balance their exports, and the gold accumulated 
in the United States Treasury will begin once more 
to flow outwards. That is in itself a forecast of im- 
provement in our own export trade; and the course 
of the last year has done much to strengthen the 
grounds on which this sorely needed improvement 
may be expected to realize itself in the not distant 
future. 

In other words, the efforts which have been made 
on the part of masters and men alike to reduce the 
cost of production are already bearing fruit, and 
through reduced prices we are on the way to recover 
the position which we held in international trade 
before the war. 


Unemployment 


But we must not talk about good times while we 
still have unemployment on its present scale. It has 
indeed been much reduced during the year; but there 
are still nearly a million and a half of men crying 
out for work Now this dark cloud of unemployment 
is essentially a world phenomenon—at all events a 
phenomenon which, in one form or another, reap- 
pears in all the countries which were deeply involved 
in the war and in those which are most closely de- 
pendent on them. The United States, though they 
suffered comparatively little from the war, have had 
their experience of it; but in the position of com- 
parative independence which their vast internal re- 
sources give them, they appear already to have 
passed through it successfully, and have given us 
good guidance in the path which we must follow— 


that of hard work and making the most of such 
opportunities as we have. The plain fact is that we 
are all much poorer after the gigantic waste of the 
war—how can it be otherwise?—and are feeling the 
pinch of poverty. Some countries are absolutely 
ruined: Russia, for instance, is economically mori- 
bund, and has ceased to produce the large contribu- 
tion which she used to make to the subsistence of the 
human race. Germany, if I am not mistaken, is well 
on the road to ruin, and is probably not producing 
enough for her own needs. Turkey and the Near 
East are now out of the running. And in many 
other countries in Central Europe production has 
fallen to a low ebb. The total population of Europe 
has been diminished by the war, but not nearly so 
greatly reduced as its productive power. There is 
less being produced to-day per head, and thus there 
is less to go round. The standard of living has been 
lowered, and we are all feeling poorer. 


Prospects of Revival 


But in spite of all this, there are definite signs 
of a strong trade revival, which is already doing 
something to diminish unemployment, and seems 
likely before long to do a great deal more. You will 
have seen the encouraging reports of recovery in the 
papers, and these are fully confirmed by the returns 
which we receive from our own managers in the dif- 
ferent industrial centers. Perhaps the trade which 
is suffering most is cotton manufacture in its vari- 
ous stages; there the weakness of the demand from 
India and China stands in the way of active busi- 
ness. But in the iron trade and its various great 
branches, from the blast furnace to the steamship 
and the railway locomotive, we hear on every hand 
of renewed activity. The coal trade is very active, 
and exports are growing. 

In the textile industries, though cotton is depressed, 
wool is doing well, and the hosiery trade has fully 
maintained the activity which was observable twelve 
months ago. The heavy chemical industry has made 
steady progress during 1922, home trade being as- 
sisted by reductions in railway rates, and lower pro- 
duction costs. With the exception of South America, 
where the exchange has been adverse, exports have 
expanded. And, generally speaking, there is a tone 
of confidence for the future from many quarters. 
Blast furnaces are being blown in, works reopened 
and even extended, and new ships placed on order. 
It will be for the coming year to show if these hopes 
are to be translated into profits. For the moment 
at least they are mainly hopes, and have not affected 
our balance-sheet in the place where one looks with 
anxiety for trade revival—our advances to custo- 
mers. These have been very steady throughout the 
year, but at a point below what we should like to 
see touched. That will no doubt be reached when 
the new produce of extended industry comes forward 
to be financed for marketing. 


Barclay’s Bank 


Mr. F. C. Goodenough, Chairman of Bar- 
clay’s, discussed a variety of subjects interest- 
ing on this side of the water as well as on the 
other. 


Speaking of business conditions he says 
there is a general feeling that “the country has 
reached the end of what has been a very bad 
time, and is entering upon a period of slow, 


but as we may hope, steady improvement.” 
He adds: 


The labour position has improved, but the housing 
problem has not yet been solved and until some 
scheme can be devised which will make it possible 
for house building to be undertaken upon an econom- 
ic basis, there seems to be little prospect of improve- 
ment in that important industry. In the meantime, 
the demand for small houses continues to be very 
great. The output of coal has increased to 252 mil- 
lion tons in 1922 as compared with 163 million tons 
for 1921, the year of the coal dispute, and 229 million 
tons in 1920, and prices have been steady and satis- 
factory. 
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The prices for iron and steel are now at a level 
when business can be secured in competition with 
other countries, and production has expanded. There 
is a great potential demand for iron and steel. 

Wool has been good, and prices have improved. 

The cotton textile industry is still in an unsatis- 
factory condition, and though the volume of export 
trade shows considerable improvement, the level of 
prices and the high cost of raw cotton do not as yet 
allow of profits. 


He touches upon the Fordney act as follows: 


Apart from Reparations, perhaps the most impor- 
tant feature in the outlook for our trade is the Ford- 
ney Tariff Act lately passed by the American Legis- 
lature, which came into operation on September 21. 
This Act imposes upon foreign manufactured goods 
entering America such duties as seem bound to have 
a far-reaching effect upon the trade of this country, 
and may even lead to the diversion of our trade into 
new channels. It will also serve to raise prices in 
America and to hamper American trade. The duties 
amount in several cases to as much as 60 per cent 
ad valorem. 

The Act, if it remains in force, will make it more 
difficult even than would otherwise be the case, for 
this country to discharge its debt to America, even 
though there should ultimately be some reduction in 
the rate of interest and extension of the period for 
repayment, as a result of the visit to America of the 
Chancellor of the Exchequer which has just taken 
place. 

Besides having to provide payment for our imports 
from America, our debt to her is a great burden, more 
especially as it consists entirely of unproductive debt, 
incurred solely for the purposes of the War. Yet, as 
the Chancellor has definitely stated—and in this he 
will have the universal approval of the people of this 
country—we shall discharge the debt in full, even 
though it was incurred in a common cause, and what- 
ever may be the cost to ourselves. 

The effect of the Fordney tariff, however, must be 
to compel us to seek new sources of supply of food- 
stuffs and raw materials and to develop markets in 
other parts of the World, for our trade, especially in 
India, with its great population, and in the East, and 
in the Dominions and Colonies of the British Empire, 
who in their turn can send to America their raw 
materials and other merchandise which America can- 
not produce for herself. 

In this way, we shall still use the products of our 
industry to discharge our obligations to America, even 
although America will no longer accept our manu- 
factures direct upon reasonable terms, owing to the 
operation of the Fordney Act. Moreover, in this way 
we shall reap the fruit of the policy of Empire de- 
velopment, upon which so much of British resource 
and enterprise has been spent in the past. It is a 
reassuring prospect in the face of what could not 
otherwise fail to be a paralysing blow. It is a pros- 
pect worthy of our energies and our ambitions, and of 
the great traditions of our race. It is a policy of 
consolidation, but coupled with expansion and prog- 
ress. In the development of this great policy, we shall 
lighten and relieve the losses that we have suffered in 
the War and in its aftermath. It will afford great op- 
portunities for employment and for advancement, both 
for men and for women who are ready to take ad- 
vantage of them. It will afford our people an outlet 
to satisfy the natural desire for progress and for bet- 
terment, which is perhaps one of the fundamental 
causes of much of the unrest of the present time. 


It is pertinent to this discussion of the Ford- 
ney act to say that while it is yet too early to 
draw a final conclusion as to its operations, the 
increase of customs receipts under it does not 
indicate much, if any, falling off of dutiable 
imports. It is possible that Mr. Goodenough’s 
pessimistic forebodings will not be realized. 

He discusses the resumption of lending op- 
erations in London to the Dominions and for- 
eign countries, and touches upon the much- 


vexed subjects as restrictions upon the ex 
penditure of such loans as follows: 


The floating of Loans by the British Dominions and 
by India, as well as by Foreign Governments and Cor- 
porations, has been an important factor during the 
year. The total amount of new issues of this descrip- 
tion on.the London Market has exceeded £100 million. 
Whereas Foreign Loans were discouraged up to a 
year ago it is now recognized that all restrictions 
should be removed. The interest on these Loans 
should materially assist in increasing our Invisible 
Exports. 

In making these Loans, we, of course, hope that they 
will result in direct orders to this country, but even 
if this is not always practicable, the Loans have the 
effect of credits being opened in London in favor of 
the borrowers, and through the opening of these 
credits, this country benefits, directly or indirectly, in 
many ways. For example, if a Loan should be granted 
to Norway, and Norway should prefer, instead of 
spending the proceeds of the Loan in the purchase of 
goods from this country, to use the credit for financ- 
ing her purchase of Wheat from the Argentine, it is 
possible that the latter country, having the credit 
transferred for her benefit, might use it for the pur- 
chase of steel rails from Middlesbrough. Alterna- 
tively, she might use it to finance her purchase of 
goods from America, in which case America would 
then have the credit in London, and might use it for 
financing cotton from Egypt to Boston, or in a variety 
of other ways. It would always remain a credit in 
London, until discharged by the shipment of goods or 
of gold, or by repayment in some way or another, and 
meanwhile, it brings profit to this country in various 
ways. The danger of too many credits being opened 
here is held in check, through the effect upon the 
Foreign Exchanges, which, in the event of too many 
Loans being granted, would make credits too ex- 
pensive for the borrower and therefore of no prac- 
tical utility. 

From this you will see that it is important that 
there should be no hard and fast conditions that the 
actual proceeds of the Loan must be spent here. 


Lloyd’s Bank 


Mr. J. Beaumont Pease, Chairman of Lloyds, 
which ranks second in volume of business 
among British banks, discussing the gen- 
eral world situation referred to the Ruhr 
movement as follows: 


Undoubtedly signs of industrial improvement were 
discernible towards the end of the year, but trade is 
a delicate and sensitive plant, and cannot thrive in an 
atmosphere of unrest and uncertainty, and in any 
case the continued loss of such a large portion of our 
old markets would have prevented anything like a 
return to our full normal prosperity. It was all the 
more disappointing, therefore, to have our hopes, 
slight perhaps as they were, of a revival of trade 
seriously damped by the recrudescence of interna- 
tional disputes and difficulties. The actual loss of 
Central European and Russian markets, judged by 
figures alone, is not the most serious point. Russia, 
Germany, and Austria between them only took 14.8 
per cent of our total exports in 1913. Our trade is 
with the Empire and the whole world, but nowhere 
can trade be healthily flourishing if the general polit- 
ical and economic situation is uncertain. It is, there- 
fore, bitterly disappointing, just when things appeared 
to be’ on the mend, that the unsolved problem of 
German reparations reached a stage more critical 
and more full of danger than it had previously done. 
We in this country can sympathize with France in 
her disappointment at the fruitless result of confer- 
ence after conference, and we can understand the 
elementary desire which has inspired her to adopt 
more active and aggressive measures. We both, pre- 
sumably, have the same ends in view, a recovery from 
Germany of the maximum which can safely be ex- 
tracted from her, a final solution to the problems 
arising from the war, and a period of peace when we 
can devote our whole minds and activities undis- 
turbed to the rebuilding of our shattered fortunes. 
But there is a great cleavage of opinion between us 
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as to the methods best calculated to secure these ends, 
and the position is so desperately serious that it is 
impossible to take a merely scientific and detached 
view of it. As it is, we are waiting with unconcealed 
anxiety to see what will be the outcome of France’s 
tremendous experiment, and whether her attempt, in 
modern conditions of international interdependence, to 
extract material wealth from her neighbor by force 
will be crowned with success commensurate with the 
cost involved, or whether her belief in this method 
will be written down by history as the Great Illusion. 
Even if her objects were political rather than eco- 
nomic, which she has denied, it is difficult to believe 
that her security can be best attained in the way she 
has chosen when we consider the enormous risks of 
future disturbance which are involved. 


The Burden of Taxation 


He touched upon the subject of unemploy- 
ment doles and taxation as follows: 


The indications of improvement in trade which 1 
have described as discernible towards the end of the 
year were all the more welcome as the country had 
had two bad years to face, and at the same time has 
been subjected to abnormally high taxation. I do not 
know whether the relative proportion between those 
who contribute the taxes and those who are benefited 
directly by them is generally known. A leader which 
appeared in “The Times” about a month ago stated 
that during last year, with its lamentable extent of 
unemployment, more than half the nation were re- 
ceiving help in one form or another from public funds, 
and that the other portion were bearing the burden. 
In 1922 the Poor Law relief reached the highest point 
ever touched in the social history of the country, and 
under our present system less than two and a half 
millions of people pay more than one-half of the total 
revenue raised by the State. I do not mention these 
figures with the object of denying the necessity, which 
there undoubtedly is, for those who have possessions 
to contribute to the welfare of their less fortunate 
fellows, but I want to draw attention to the fact that 
we are gradually and quietly becoming more and 
more Socialistic in our actions, whatever we may 
be in our theories, and that a point may easily arise 
at some period when the individuals who at present 
provide the funds can no longer do so. 


The Prime Minister a short while ago pointed out, 
in his conference with the unemployed in Glasgow, 
that the burden placed on the production of one ton 
of steel by rates and taxes (exclusive of income-tax) 
before the war was half a crown; today it is a guinea. 
It does not require much imagination to realize that, 
if the burden were lightened, the sales would improve 
and unemployment be reduced. Surely, therefore, it 
is the manifest duty of every one, employers and em- 
ployed, the Government and the public, traders and 
bankers, to do all that is possible in harmony and 
cooperation, with a wide sympathy towards the diffi- 
culties and necessities of their neighbors, and with a 
wise appreciation of economic facts, to restore our 
normal prosperity. 


The National Provincial and Union Bank of England 
Sir Harry Goschen, Chairman of this well- 
known institution, said, in part: 


In spite of the depressed state of trade, I am glad to 
see there has been continued progress in the rehabili- 


tation of our national finances. During the year that 
has passed the Chancellor of the Exchequer has been 
again able to effect repayments of our external debt 
amounting to £49,000,000, and during the same period 
£ 427,970,000 of maturing or short-dated securities 
have been converted into longer-dated stocks and 
bonds, with an annual saving of interest to the coun- 
try of £892,000. 

We are able to record again this year an improve- 
ment in the position of our currency. At the end of 
1921 we held bullion to the extent of 34.9 per cent 
against the Bank of England and currency notes 
available for circulation, and on the same basis of 
“a this percentage of bullion has now risen 

Last year’s Board of Trade returns also show a re- 
duction in the adverse trade balance, which at the 


end of 1922 amounted to only 180 millions, against 
277 millions in 1921, an improvement of 97 miilions. It 
is only right to add that this reduction is chiefly due 
to the fact that our imports declined by 83 millions 
rather than to what I should have preferred to see, 
an increase in our exports, which are only 14 millions 
higher as compared with the previous year’s figures, 
but notwithstanding this qualification, the result 
shows a further move in the right direction—and it 
must be remembered these figures reflect lower 
values. 

The Board of Trade index number for wholesale 
prices for December stood at 155.3 as compared with 
167.9 in the same month in 1921, and the cost-of- 
living index figure stood at 178, against 199 in the 
previous year. 


The American Debt 


The most important result of yesterday’s Cabinet 
Council, as reported in this morning’s Press, stands 
out as a landmark in our financial progress. Some 
people may think the rate of interest which we under- 
stand the American Commissioners are prepared to 
recommend for the funding of our debt to the United 
States is somewhat more onerous than might have 
been expected, when all the circumstances under 
which the debt was incurred and the purposes for 
which it was required are taken into consideration, 
but it is an honorabie settlement for both sides, and 
I feel we should offer the Government our sincere 
congratulations for the courage with which they faced 
the situation and the decision they have come to. 

Our thanks are due to the Chancellor of the Ex- 
chequer and the Governor of the Bank of England 
for the strenuous efforts they made at Washington 
to arrive at an agreement, and we also should ap- 
preciate the conciliatory and friendly spirit in which 
their suggestions were met by the President of the 
United States and the American Commissioners. 

It would, to my mind, be unwise to embarrass the 
existing negotiations (for we must remember the 
terms of the agreement are subject to ratification by 
Congress) by entering into any discussion here as to 
what the terms of the arrangement might or might 
not have been. In my opinion, the definite settlement 
of our debt to America is of the highest importance, 
for I believe it will have far-reaching influence on the 
reorganization of the finances of the world, and, in- 
deed, may inspire other nations to efforts of a similar 
nature. 


British Industry 


Reviewing the domestic industries, he said: 


The cotton textile industry has not yet recovered 
from the accumulation of stocks both at home and 
abroad, and orders at profitable prices have been few 
and far between. I am afraid that further liquidation 
has still to be faced, and the high price of cotton and 
the keen competition from all parts of the world 
make business difficult, and leave but a small margin 
of profit, if any, to be divided among the manufac- 
turer and merchant. 


Our exports of cotton manufactures show an in- 
crease in volume ranging from 30 to 40 per cent over 
1921, but, notwithstanding the high prices prevailing 
for American cotton, the increase in value of the 
whole of these exports is only about 4 per cent, which 
gives some indication of the trying times through 
which the industry has been passing. 

In shipping there has been unparalleled depression 
during the year. A slight improvement, however, 
seems to be visible. Orders are forthcoming for new 
tonnage, and, at all events, this industry has retained 
its position in the world, as it is estimated that the 
amount of tonnage in hand in British yards is about 
equal to that now under construction by the rest of 
the world. 

In the iron and steel trade it has also been a year 
of poor profits; but it is satisfactory to know that 
we have, possibly through exceptional circumstances, 
secured a lead in the total amount of our exports. 
Twelve years ago Germany had acquired that position 
from us, and only five years ago the United States 
of America stood at the head of the list. For the first 
eight months of 1922 our exports amounted to 2,060,- 
000 tons, whilst the United States, during the same 

od, exported only 1,413,000 tons. Irom all quar- 
ters one hears of increased orders being placed. 





March, 1923 


_ 


After referring to the diminished demand 
for British goods in Europe he says: 


The unfortunate condition in which the countries I 
have referred to find themselves has not only a direct 
but also an indirect influence on the demand for our 
goods. Many European States were large buyers of 
raw material, food, and other commodities, which 
China, Japan, South America, and other countries 
were prior to the war, accustomed to export to the 
Continent, and in view of the fact that these countries 
can no longer count to the same extent on the usual 
markets in Central Europe, their purchasing power 
has also diminished. 


Position in India and China 


India, always a good customer of this country, has 
hardly even yet digested the large shipments of goods 
made to her during the time of inflation. Political 
disturbances havé interfered with trade, and the 
diminished demand for her productions, which in pre- 
war days were largely shipped to the Continent, af- 
fects the purchasing power of all her people. These 
conditions account for the decreased demand for 
goods from our Indian customers. Besides this, every 
year a larger proportion of the coarser textile prod- 
ucts is manufactured in the country itself, and new 
mills are constantly being established for this pur- 
pose. There are, however, I am glad to say, some 
signs of improvement in her economic conditions. 
Crop prospects are good, and there is a larger acreage 
of exportable products under cultivation. Indian cot- 
ton is in better demand and is again being exported 
in large quantities, so that with the more tranquil 
political and religious conditions that now obtain, we 
may anticipate a better demand for goods manufac- 
tured in this country. 


In China trade is not good and orders are scarce; 
political unrest there also exercises a deterring in- 
fluence. The prospect of increased duties and sur- 
charges and the absence of the pre-war demand from 
Europe continue to affect unfavorably her purchasing 
capacity. 


Improved South American Conditions 


Conditions in South America—and particularly the 
Argentine—have somewhat improved, and the large 
shipments which were made to that country by 
British manufacturers during the period of inflation 
have, to a great extent, I believe, been absorbd. 

May I add a word as to the importance of overseas 
customers to this country? 


Owing to physical conditions, this country itself 
produces but a small percentage of the necessaries of 
life. The remainder has to be imported, and can only 
be paid for by the goods we manufacture and sell to 
countries abroad. During the past year we imported 
foodstuffs alone to the extent of £424,000,000 in ex- 
cess of the small quantity of food which was exported. 
This vast sum of £424,000,000 had to be paid for by 
our exports and services. In order to secure buyers 
for our goods, and, therefore, the means to pay for 
the food we need, it is, of course, essential that our 
manufacturers are able to compete successfully with 
other countries. But, capable as inanufacturers are 
in producing goods at suitable prices, buyers cannot 
be created. Buyers themselves must have goods to 
sell in exchange for what they purchase. Unless they 
produce and can find a market for their products they 
cannot buy; but I think I have already said suffi- 
cient in this direction to show that in the end it is 
largely to the customer abroad that we have to look 
for a restoration of normal trade conditions in this 
country. 


Agricultural Depression 


It is interesting to an American reader to 
note that every one of these addresses in- 
cludes a special discussion of agricultural de- 
pression in Great Britain. Some of the state- 
ments sound as though they might have been 
made in the United States or Canada. Every 
one of the speakers was at considerable pains 


to show that the institution for which he was 
speaking was not neglectful of the farmer’s 
claim for credit. 


Mr. Goodenough recommended a reduction 
of taxation on agricultural land and a reduc- 
tion of railway charges on farm products. 
Sir Herbert Hambling, of the same institution, 
discussed it very earnestly and at some length. 
He said: 


1 wish the Chairman had had more time to deal 
with the question of Agriculture. That today is a 
very burning question, and I cannot help thinking that 
unless the Government can do something, there is a 
very bad future for farmers and the agricultural in- 
terests in this country. At the present time, although, 
as the Chairman suggests, some relief in rating, some 
concession as regards freights, will do something, it 
will not do enough. The farmer today is in this posi- 
tion, that he cannot produce at a profit the corn 
{wheat] that he grows. He has not got down to an 
economic wage at the present time. The wages of the 
East Anglican farm laborers are now 25s..a week—25s. 
a week for a laborer and his wife, and perhaps three 
or four children. Think of that; yet even that wage 
is more than the farmer can afford to pay. The un- 
fortunate laborer can hardly exist, and I cannot help 
thinking that the big fall that has taken place in the 
wholesale article has not been properly reflected in 
the retail article. I do not think you can buy as much 
as you should for your money. Something will ‘have 
to be done for the farming industry, or they will as 
a body refuse to grow corn. Financially, they will 
pull through, but they will lay down their fields to 
permanent pasture, they will get rid of 50 per cent 
of their labor and of their horses, and this farm labor- 
ing population. 

I hate to suggest anything like tariffs. Your Chair- 
man has told you the effect of the Fordney tariff, 
but it is quite certain that if the foreign barley that 
came here were taxed to the extent of £1 per quarter, 
and if we could get wheat in, but not flour; if we 
could grind our own wheat, and we could get our own 
mills working; if we could get our offal as we should, 
at half the price, then we could grow corn and live, 
but at present the farmers are paying more for their 
offal than they can get for their wheat. I am sorry, 
ladies and gentlemen, to take up so much of your 
time, but my excuse is that I take an intense interest 
in agriculture, and I do hope something will be done 
so that we may still be something of a corn-growing 
country, and that we may still have sufficient corn 
in hand, so that, in the event of future trouble, we 
shall not be starved in a few weeks. The principle 
involved is not that of protection—it is a question of 
the defense of the realm. 


Dr. Leaf in his speech said upon this subject: 


There is one industry of which I wish in this con- 
nection to say a few words, the industry which is, 
in fact, the greatest in the country—namely, agri- 


culture. That agriculture is not in a flourishing con- 
dition is unfortunately only too well known. But 1 
sincerely hope that the conditions may not be so 
desperate as some would have us believe. We most 
heartily sympathize with farmers in the very heavy 
losses they have had to face in the drop in the value 
of stock of all sorts. But it must be borne in mind that 
this capital depreciation is to a great extent only a 
reaction from the great profits made by appreciation 
during the war; and I have heard it seriously ques- 
tioned if the farmers are not, on the whole, better 
off, even after writing down their stocks, than they 
were before the war. 


Another heavy burden from which many of them 
are suffering just now is that of the loans which they 
have incurred for the purchase of their farms. There 
was a great rush to buy at the very top of the mar- 
ket; the money was largely borrowed for the purpose, 
and the interest remains as permanent charge. Now 
I have noticed with some surprise a tendency on the 
part of persons claiming to represent the farmers to 
blame the banks in this respect. It has, of course, 
always been the privilege of the farmer to grumble; 
and so long as his complaints were directed against 
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his natural enemy the weather, no one would grudge 
him his privilege. But the banks really have some 
cause of complaint when they find themselves treated 
just as if they were so much weather. After all they 
can show some reason for their actions. 


You are doubtless aware that a committee has been 
appointed to inquire into the grievances of agricul- 
ture, including the supposed grievances against the 
banks. To this committee we have been pleased to 
show the figures for which they asked. I cannot, of 
course, anticipate their report; but it would surprise 
me if they found that there was any justification in 
the grumbles of which I have spoken. 


The Banks and Agriculture 


One of the main complaints against us is, strangely 
enough, that we are pressing for repayment of the 
money advanced for the purchase of farms, regardless 
of the straits in which the farmers find themselves. 
Now if the complaint had been different—if it had 
been that by our extreme liberality in lending on 
very easy terms, we had lured the farmer into buying 
at the top of the market, perhaps there might be 
some ground for it. But the complaint is not of over- 
liberality, but of undue severity. To meet this I will 
give you some of the figures that we have supplied 
to the committee. * * * 


The general conclusion which I draw from the in- 
formation before me is that the farmers are having 
a bad time, but that the conditions are not in any 
way ruinous. The good hard-working farmer with 
up-to-date methods is able to make a living under 
present conditions, though he has to see a capital 
shrinkage which is more or less wiping out what he 
had accumulated in the good times of the war. The 
crisis with which he is faced is a serious one, but it 
is not worse than many which have been success- 
fully surmounted in the past. The state of agriculture 
is indeed very similar to that which followed on the 
great Napoleonic wars of the last century. 


Mr. Pease referred to the subject in part as 


follows: 


Agriculture is still in a most critical and depressed 
condition, and I wish to make a special reference to it. 

It is the oldest and greatest industry in the world. 
On it we depend literally for our daily bread, and to 
it is due all the sympathy and practical assistance 
possible in the difficult times through which it is 
passing. It is necessary to say this because in many 
letters to the press, in public speeches, and in a re- 
cent debate in the House of Commons it has been 
stated that bankers are not giving to farmers the 
financial aid which they ought to do. 


The statement was made in the House of Commons 
a few months ago that “in the old days when they 
had little proprietary banks the banker knew every 
farmer and he lent him money till the bad times were 
over because he knew that the farmer was an honest 
man. They had got now a system of a different char- 
acter.” When an ex-Prime Minister and ex-Chan- 
cellor of the Exchequer commits himself to such a 
statement, so entirely erroneous and devoid of foun- 
dation, it is not to be wondered at that people of 
less importance, but of equal ignorance of the true 
facts, should write to the papers stating that “agri- 
culture is suffering from the amalgamation of the big 
banks, and the position they are taking up in connec- 
tion with the farming industry is that of practically 
affording no financial assistance to farmers.” 


In the face of the extraordinarily untrue state- 
ments I would like shortly to give you some definite 
facts. I have had the figures taken out, and they 
show that, as far as this bank is concerned, we are 
lending to 12,800 farmers sums aggregating £14,000,- 
000, and I have no doubt that our banking neighbors 
have been similarly liberal. 1 would go farther than 
this and say that, if banks had been more liberal in 
the advances they made to farmers, at any rate for 
the purpose of purchasing their farms, there would 
have been a more legitimate ground for complaint, 
because farmers made these purchases—and in many 
cases were more or less compelled to do so, in order 
to avoid eviction—at prices very much higher than 
those of today. 


Taxation of Business 





We have given considerable space to dis- 
cussion of the proposal to tax corporation sur- 
plus, dealing with the fallacies of the theory 
upon which such proposals are based. Such 
discussion at best is not as illuminating as 
a story from life, such as we are able to give 
below. The following is a copy of a part of a 
letter written by the President of a manufac- 
turing company of moderate size operating in 
a Western State to a Congressman who is pro- 
posing to have the Government go back over 
the years 1917-1922, and re-tax all corpora- 
tions upon any surplus earnings which they 
may have had left after paying the heavy 
taxes of those years, and which have not since 
been distributed as dividends. The unwisdom 
of attempting by law to force corporations 
to distribute their earnings in dividends annu- 
ally hardly could be more graphically de- 
scribed. Suppressing names and personal ref- 
erences, the letter is as follows: 


Dear Sir: 1 note that you have introduced a bill 
(H. R ) that if reported correctly to me will 
tax for the years 1917 to 1922 inclusive and there- 
after all that portion of net income for any of such 
years of every corporation not distributed in the 
form of dividends in excess of certain credits and cer- 
tain deductions that are allowed. 

I feel it is worth my time to advise you how this 
will affect two corporations in which I have my all, 
and I assume that the very large body of corpora- 
tions in the United States of moderate size will be 
effected the same as mine. Between 1917 and 1922 
these corporations experienced some most remark- 
able vicissitudes. They made or appeared to have 
made in one or two years very large profits. For 
the balance of the years they made very moderate 
up to unbelievable losses, and the net worth of both 
of the corporations was considerably less January 
1st, 1923, regardless of some very small dividends 
paid than on March ist, 1913. In other words, be- 
tween March ist, 1913, and January Ist, 1923, they 
lost more money than they made. Each of these 
corporations is heavily in debt; one of them owing 
more money than it has of net worth, one owing 
Iess money than it has of net worth; but remember, 
both dépending for their existence solely and only 
on the consideration of their creditors. 


As I understand your proposition, because no divi- 
dends of any account were declared and I retained 
such money as was made in the years that we did 
make money in the business to fortify the credit of 
the corporations and to enable me to continue on 
through these corporations the business of producing 
and marketing lumber, I am now to be penalized by 
a tax on profits shown under the rules and regula- 
tions of the Treasury Department but which were 
not in truth and in fact ever made. As I understand 
it, because forsooth you want to land on an octopus 
or two my corporations are to be penalized for keep- 
ing in their business their life’s blood in the way of 
capital that was so necessary for the existence of 
those companies. In addition to the losses that 
these corporations suffered during the remarkable 
experiences that we went through as a result of the 
war you plan further to destroy the credit and the 
capacity of these two companies to go on and pay 
their creditors and maintain their commercial repu- 
tation for honesty and business probity. 

I would like to ask you where a corporation will 
land that has, we will say, $500,000 of net worth 
and $1,000,000 of assets, and that has a bunch of 
timber it is to saw out, if it makes say (and this 
is truly typical of the lumber business) $100,000 one 
year and pays a tax on it such as your bill provides 
and then loses $25,000 a year for two years and then 
makes $75,000 to $100,000 another year and then loses 
$25,000 a year for one, two or three years? How in 
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the world as long as it is owing the half million dol- 
lars can it continue in business and maintain its 
credit if it divides its profits for the year to its stock- 
holders? If your measure becomes effective either 
the corporation that needs its profits to pay its debts 
must be penalized for keeping the profits in the busi- 
ness to pay the debts, or if it pays dividends, as it 
would seem your measure seeks to compel the cor- 
poration to do, the creditors in the end will whistle 
for their pay. 


India’s Tariff Policy 


Great Britain in recent years has adopted 
the policy of enlarging the participation of 
the people of India in the government of 
that great dependency of the British crown. 
The measure of self-government as yet grant- 
ed is limited, but in various ways the disposi- 
tion to govern the country with due regard 
to the interests and wishes of the native popu- 
lation is manifest. Last year the Government 
of India appointed a tariff commission, con- 
sisting of eleven members, of whom six bear 
distinctively Indian names, while some of the 
others appear to be members of important 
British commercial houses, resident in India, 
to “examine with reference to all the interests 
concerned the tariff policy of the Government 
of India, including the question of the desira- 
bility of adopting the principle of Imperial 
Preference, and to make recommendations.” 

This Commission has submitted a report, in 
which it recommends as a general policy, in 
the best interests of India, “the adoption of a 
policy of protection, to be applied with dis- 
crimination along the lines indicated in this 
Report.” It says that the decision in favor of 
a policy of protection rather than one of free 
trade is based on a careful analysis of the 
probable gain and loss. 

The dispatch summarizing the report reads 
in part as follows: 

The justification of the policy rests largely on the 
manner in which it is worked, as it is held that any 
type of indiscriminate protection would entail a sac- 
rifice on the part of the mass of the people out of 
proportion to the results. The Commission, there- 
fore, proposes that a Tariff Board should be consti- 
tuted as the instrument by means of which the policy 
would be “applied with discrimination.” The Board 
should be a permanent body, consisting of three 
members of high standing and ability. 

Principles are laid down for the guidance of the 
Tariff Board. The three main conditions which 
should be satisfied in the case of an industry claim- 
ing protection are:—(a) That the industry possesses: 
natural advantages; (b) that without the help of 
protection it is not likely to develop at all, or not 
so rapidly as is desirable; and (c) that it will eventu- 


ally be able to face world competition without pro- 
tection. 

As a qualification of these general conditions it is 
recommended that industries essential for purposes 
of national defence, and for the development of 
which conditions in India are not unfavorable, should, 
if necessary, be adequately protected. Further, the 
general principles are laid down that raw materials 
and industrial machinery should ordinarily be ad- 
mitted free of duty, and that partly manufactured 
goods used in Indian industries should be taxed as 
lightly as possible. 


The tariff is a new subject for discussion in 
India, and the arguments for protection are 





seldom presented so simply as in these recom- 
mendations. ‘The fact is that they conform 
much more closely to the views of Alexander 
Hamilton, the father of protection in the 
United States, than our latest tariff legisla- 
tion does. 

The idea that makes a strong appeal in all 
countries not highly industrialized is that of 
up-building home manufactures to the point 
of securing a diversified, well-balanced indus- 
trial organization. The general idea is simple 
and attractive, but the practical task of mak- 
ing a tariff law is anything but simple or easy, 
as Washington can testify. For instance, the 
task of determining just what commodities 
shall be classed as raw materials and admitted 
free of duty is an exceedingly controversial 
one. The Indian Commission has practically 
all reputable economic authority with it in 
laying down the principle that in the long run 
every industry should expect to travel on its 
own feet and pay its own way. 


Personal Incomes 





The statistics of personal incomes for 1920, 
as reported to the Bureau of Internal Revenue 
show that 64.39 per cent of the aggregate 
incomes were in the classes from $1,000 per 
year to $5,000 and 77.32 per cent in the classes 
from $1,000 to $10,000. Incomes in excess of 
$10,000 per year comprised 22.68 per cent of 
the total of reported incomes. 

The class showing the largest aggregate of 
incomes is that from $2,000 to $3,000, in which 
the number reporting is 2,569,316, with total 
incomes of $6,184,543,368. The class showing 
the next highest aggregate of income is that 
with from $3,000 to $5,000, which includes a 
broader spread and has a total of $5,039,607,- 
236. There are 1,337,116 in this class. The 
third class in aggregate income, but first in 
number reporting, is that with incomes from 
$1,000 to $2,000, the total of which is $4,050,- 
066,618, with 2,671,950 reporting. Little doubt 
is entertained that if all incomes were re- 
ported, the latter would be the largest class, 
both in aggregate incomes and in number of 
recipients. There is reason to believe that a 
large number of incomes between $1,000 and 
$2,000 are not reported, although the increase 
of reported incomes in this class has been quite 
remarkable. 

The following table shows the aggregate 
incomes in the several classes for the year 
1918 and 1920. It will be seen that the classes 
below $50,000 all show increases, but the 
classes from $50,000 up all show decreases. 
The most notable increases are in the lower 
classes, indicating that more individuals are 
reporting. The falling off in the higher 
classes is probably due to increased invest- 
ment in tax-exempt securities. 
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AGGREGATE OF INCOMES 
Income Classes 1920 1918 


$1,000 to $2,000.... $4,050,066,618 $2,232,854,577 
$2,000 to $3,000... 6,184,543,368 3,626,824,833 
$3,000 to $5,000... 5,039,607,239 3,535,219,007 
$5,000 to $10,000... 3,068,330,963 2,145,690,016 
$10,000 to $25,000.... 2,547,904,786 1,736,548,050 
$25,000 to $50,000... 1,307,785,113 978,042,710 
$50,000 to $100,000... 810,386,333 679,720,737 
$100,000 to $150,000... 265,511,505 284,106,740 
$150,000 to  $300,000.... 215,138,673 805,024,817 
$300,000 to $500,000... 89,313,552 144,545,428 
$500,000 to $1,000,000... 79,962,894 119,075,648 
$1,000,000 and over 77,078,139 187,486,892 


$23,735,629,183 $16,924,639,865 





National Bureau of Economic Research, Inc. 





The second volume of “Income in the United 
States, Its Amount of Distribution, 1909-1919,” 
by the National Bureau of Economic Re- 
search, Inc., has been issued.* We noticed the 
first volume when it came out about one year 
ago. The first volume summarized the results, 
while the second gives them by industries with 
much greater detail. 


This inquiry into wealth-production, the pur- 
pose of which is to ascertain as closely as pos- 
sible what is the amount of new wealth an- 
nually produced in the United States and how 
it is distributed, is the most thorough investi- 
gation of the subject ever made. Moreover, 
the inquiry has been made by statisticians and 
economists of the highest standing for ability 
and impartiality, under the supervision of a 
Board of Directors representing various eco- 
nomic interests and classes in the country, 
each of whom has given his personal approval 
to the findings. The regular Board of Direc- 
tors at Large is composed as follows: 


T. S. Adams, Advisor to the U. S. Treasury De- 
partment. 

John R. Commons, Professor of Political Economy, 
University of Wisconsin. 

John P. Frey, Editor of the International Moulders’ 
Journal. 

— F. Gay, Editor of the New York Evening 

ost. 

Harry W. Laidler, Secretary of the League for In- 
dustrial Democracy. 

Elwood Mead, Professor of Rural Institutions, Uni- 
versity of California. 

Wesley C. Mitchell, Professor of Economics, Colum- 
bia University. 

J. E. Sterrett, Member of the firm Price, Water- 
house Company, Accountants. 


*Headquarters, 474 West 24th St., New York City. 


N. L. Stone, Labor Manager Hickey-Freeman Com- 


pany. 
Allyn A. Young, Professor of Economics, Harvard 
University. 


The Directors representing specific organiza- 
tions are as follows: 

Hugh Frayne, The American Federation of Labor 

David Friday, The American Economic Association. 

W. R. Ingalls, American Engineering Council. 

J. M. Larkin, National Personnel Association. 

W. H. Nichols, Jr., National Industrial Conference 


Board. 

George E. Roberts, The American Bankers’ Associ- 
ation. 

Malcolm C. Rorty, The American Statistical So- 
ciety. 

A. W. Shaw, The American Publishers’ Association. 

Gray Silver, The American Federation of Farm 
Bureaus. 


Pacific Live Stock Show 


The symptoms of a growing interest of the 
West in improved live stock are numerous. 
The National Dairy Show has been held now 
for two successive years upon the Minnesota 
State Fair Grounds, and both meetings have 
been very successful ones. 

The Pacific International Live Stock Ex- 
hibition is an organization with headquarters 
at Portland, which has been holding annual 
shows for several years, and in November last 
held one which is claimed to have been “the 
greatest live stock exhibition in the world.” 
The Oregon State Legislature has supported 
this enterprise liberally, providing it with fine 
facilities. The main exhibition building is the 
largest of its kind in the world, covering ten 
acres under one roof, and cost $750,000. The 
beef cattle division has a capacity of 648 ani- 
mals; the dairy division, 800; the hog division, 
750; the sheep and goat division, 1,000, and 
there is a poultry division for the housing of 
the Western Poultry and Rabbit Show, con- 
taining some 3,000 birds and rabbits. 

The dairy interest is already strong in the 
Pacific Northwest, as evidenced by the fact 
that while the American Jersey Cattle Club 
has provided eight championships for butter- 
fat production among Jerseys seven of the 
eight records are held in Oregon alone. 

All of this means better earnings for the 
beef producers and dairymen who keep good 
stock, but harder competition for those who 
keep the scrubs. 
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SAINT ANTHONY FALLS OFFICE 
328 EAST HENNEPIN AVENUE 


JOSEPH E. WARE, WM. E. NEUDECK, 
Vice President Assistant Cashier 
SAMUEL E. FOREST, CHARLES A. PALMER, 
Vice President Assistant Cashier 


CHARLES L. CAMPBELL, EDWIN W. WISTRAND, 
Assistant Vice President Assistant Cashier 


NORTH SIDE OFFICE 
WASHINGTON AND PLYMOUTH AVENUES 


W. H. DAHN, F. R. SLEAVIN, 
Vice President Assistant Cashier 


MINNEHAHA OFFICE 
2626 EAST TWENTY-FIFTH STREET 


G. W. LALONE, ARVID A. LUND, 
Assistant Vice President Assistant Cashier 
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W. H. DAHN, Vice-President 
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MINNEAPOLIS TRUST COMPANY 
115 South Fifth Street 


The stockholders of the First National Bank and 
‘Minneapolis Trust Company are identical 





























